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shall apply to determine transpor-
tation costs when establishing value
using a net-back valuation procedure
or any other procedure that requires
deduction of transportation costs.

[54 FR 1523, Jan. 13, 1989, as amended at 57
FR 41864, Sept. 14, 1992; 57 FR 52720, Nov. 5,
1992; 61 FR 5481, Feb. 12, 1996; 64 FR 43288,
Aug. 10, 1999]

§ 206.263 Contract submission.
(a) The lessee and other payors shall

submit to MMS, upon request, con-
tracts for the sale of coal from ad valo-
rem leases subject to this subpart. The
MMS must receive the contracts with-
in a reasonable period of time, as speci-
fied by MMS. Lessees shall include as
part of the submittal requirements any
contracts, agreements, contract
amendments, or other documents that
affect the gross proceeds received for
the sale of coal, as well as any other in-
formation regarding any consideration
received for the sale or disposition of
coal that is not included in such con-
tracts. At the time of its contract sub-
mittals, MMS may require the lessee to
certify in writing that it has provided
all documents and information that re-
flect the total consideration provided
by purchasers of coal from ad valorem
leases subject to this subpart. Informa-
tion requested under this section may
include contracts for both ad valorem
and cents-per-ton leases and shall be
available in the lessee’s offices during
normal business hours or provided to
MMS at such time and in such manner
as may be requested by authorized De-
partment of the Interior personnel.
Any oral sales arrangement negotiated
by the lessee must be placed in a writ-
ten form and be retained by the lessee.
Nothing in this section shall be con-
strued to limit the authority of MMS
to obtain or have access to information
pursuant to 30 CFR part 212.

(b) Lessees and other payors shall
designate, for each contract submitted
under this section, whether the con-
tract is arm’s-length or non-arm’s-
length.

(c) A lessee’s or other payor’s deter-
mination that its contract is arm’s-
length is subject to future audit to
verify that the contract meets the cri-
teria of the arm’s-length contract defi-
nition in § 206.251 of this subpart.

(d) Information required to be sub-
mitted under this section that con-
stitutes trade secrets and commercial
and financial information that is iden-
tified as privileged or confidential shall
not be available for public inspection
or made public or disclosed without the
consent of the lessee or other payor,
except as otherwise provided by law or
regulation.

[54 FR 1523, Jan. 13, 1989, as amended at 65
FR 43289, Aug. 10, 1999]

§ 206.264 In-situ and surface gasifi-
cation and liquefaction operations.

If an ad valorem Federal coal lease is
developed by in-situ or surface gasifi-
cation or liquefaction technology, the
lessee shall propose the value of coal
for royalty purposes to MMS. The MMS
will review the lessee’s proposal and
issue a value determination. The lessee
may use its proposed value until MMS
issues a value determination.

[54 FR 1523, Jan. 13, 1989, as amended at 65
FR 43289, Aug. 10, 1999]

§ 206.265 Value enhancement of mar-
ketable coal.

If, prior to use, sale, or other disposi-
tion, the lessee enhances the value of
coal after the coal has been placed in
marketable condition in accordance
with § 206.257(h) of this subpart, the les-
see shall notify MMS that such proc-
essing is occurring or will occur. The
value of that production shall be deter-
mined as follows:

(a) A value established for the feed-
stock coal in marketable condition by
application of the provisions of
§ 206.257(c)(2)(i-iv) of this subpart; or,

(b) In the event that a value cannot
be established in accordance with sub-
section (a), then the value of produc-
tion will be determined in accordance
with § 206.257(c)(2)(v) of this subpart
and the value shall be the lessee’s gross
proceeds accruing from the disposition
of the enhanced product, reduced by
MMS-approved processing costs and
procedures including a rate of return
on investment equal to two times the
Standard and Poor’s BBB bond rate ap-
plicable under § 206.259(b)(2)(v) of this
subpart.
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